DEPARTMENT OF HOUSI NG AND URBAN DEVELOPMENT

COVMUNI TY PLANNI NG AND DEVELOPMENT

HOMELESS ASSI STANCE GRANTS

PROGRAM HI GHLI GHTS

| NCREASE +
ACTUAL ENACTED ESTI MATE DECREASE -
2001 2002 2003 2003 vs 2002
(Dol lars in Thousands)
Program Level : (Obligations)
Honel ess Assi stance Grants ..... $998, 907 $2, 530, 635 $1, 129, 500 -$1, 401, 135
Shelter Plus Care Renewals ..... $24, 100 $75, 680 L. -$75, 680
Subtotal ........... ... ...... $1, 023, 007 $2, 606, 315 $1, 129, 500 -$1, 476, 815
Appropriations: (Enacted or
Proposed)
Honel ess Assistance Grants ..... $1, 025, 000 $1, 122, 525 $1, 129, 500 +$6, 975
Rescission ..................... -$2, 255
Shelter Plus Care Renewals ..... $100, 000
Rescission ..................... -$220
Subtotal ........... ... ...... $1, 122, 525 $1, 122,525 $1, 129, 500 +$6, 975
Budget Qutl ays
Honel ess Assistance Grants ..... $964, 958 $1, 061, 733 $1, 199, 463 +$137, 730
Shelter Plus Care Renewals ..... $1, 876 $45, 897 $52, 007 +$6, 110
Subtotal ..................... $966, 834 $1, 107, 630 $1, 251, 470 +$143, 840
SUMVARY OF BUDGET ESTI MATES
The fiscal year 2003 Budget proposes $I.13 billion for Honmel ess Assistance, including
$1.109 billion for Honel ess Assistance Grants, $1 million for the Interagency Council on
the Honmel ess, and $19.1 million for technical assistance and honel ess managenent
information systems. Of this anpunt, $1.5 million will be transferred to the Wrking
Capital Fund for honel ess assistance projects, $11 million will be for honeless
management information systens and $6.6 million will be for technical assistance
The total requested funding of $I.13 billion provides approximately $7 mllion over
the enacted 2002 level. The request supports the Departnment’s commtment to end chronic

honel essness in 10 years, including an enphasis on increasing the supply of permanent
housing for the chronically homeless. The request is based on a |legislative proposal to
consol idate three conpetitive honmel ess assistance prograns to provi de nore consi stent
funding and elimnate the burden of administering the current conpetitive program

The funding request also reflects HUD s increased enphasis on our core m ssion of
provi ding housing with attention given to coordinating HUD's efforts with the mai nstream
programs of other Departnents. HUD will continue to review the current structure of the
honel ess programs and a nore stream ined system of delivery to continue to sort out
di fferent agencies’ responsibilities in this area

The m ssion of HUD s honel ess assistance prograns is to help honel ess individuals
and famlies break the cycle of honel essness and nove to permanent housing and sel f—
sufficiency. The Continuum of Care (CoC) strategy effectively delivers a broad range of
housi ng and services needed to nmove people out of honel essness. The process encourages
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the creation of |inkages to other housing and comunity devel opment prograns (public
housi ng, Section 8, Conmunity Devel opment Bl ock Grant (CDBG), HOME bl ock grant, Housing
Opportunities for Persons with AIDS (HOPWA) and State and | ocal housing programs), as
well as to mainstream social service prograns critical to the success of honel ess
assistance efforts (Medicaid, State Children's Health Insurance Program Food Stanps,
Tenporary Assistance for Needy Fam lies (TANF) and services funding through the Menta
Heal th and Substance Abuse Bl ock Grant, Workforce |Investnment Act, and the Welfare—to-work
grant program). HUD is working with HHS to help increase access to HHS mai nstream
programs so that an increasing portion of HUD honel ess funds can be used for housing

The fiscal year 2003 funds will be used for renewing a significant portion of the
vital housing and supportive services projects already established, as well as for
providing funding for new projects, particularly permanent supportive housing, that wll
fill housing and services gaps in local comunities. Grant funds will provide support
for an estimted 55,000 transitional beds and permanent beds in new and renewal projects
The demand for renewal assistance—to ensure that honel ess persons are not forced back
onto the streets and into energency shelters—s significant and growing. For instance
$555 mllion (59 percent) of the $948 nmillion awarded in 2001 was for renewal projects.
Just 3 years earlier in 1998, only $359 million (50 percent) of the $723 million awarded
was for renewals

The 2002 Appropriations Act requires a 25 percent match for all HUD—-funded services
whi ch HUD supports. Wth this match requirement and HUD s enphasis that non—HUD MKi nney
resources also be used to address honel essness, the HUD funds are expected to |everage
ot her public and/or private funds at a 1:1.5 ratio, or nore. These requirenents wll be
continued in fiscal year 2003. HUD will also continue to reserve 30 percent of the tota
funding for permanent housing projects which is a key elenent to elimnating chronic
honel essness

HUD remai ns unable to nmeet the significant demand for either housing or supportive
services for honel ess persons. |In each year since the MKi nney—Vento Act prograns were
created, there has been a gap between requested and awarded homel ess assi stance grants.
The $948 mllion awarded during the 2001 conpetition represented only 71 percent of the
funds requested and only 62 percent of the projects requesting assistance. Furthernore
t hese nunmbers do not take into account the number of agencies who did not submt grant
proposal s, knowi ng their prograns would not |ikely be funded given the keen conpetition
for limted funds.

The Budget requests $1 million for the Interagency Council on the Honel ess (I CH)
which will allow the Council to carry out its work. The ICH will carry out specific
functions as directed by the Congress, including quantifying the number of mainstream
program partici pants who become honel ess, how mai nstream prograns prevent honel essness
and how they assist honel ess people

Thi s Budget also requests $19.1 mllion for technical assistance and honel ess
management information systens. Included in this anount is $6.6 mllion for technica
assistance, $1.5 million for the Working Capital Fund and $11 million for Honel ess
Management | nformation Systens. The $1.5 million to be transferred to the Working
Capital Fund will be used for CPD prograns/system devel opment and enhancements. Funding
for technical assistance to grantees is critical given the grow ng number of awarded
organi zati ons, many of which are relatively small non—profit organizations. In addition
these funds are needed to respond to the various mandates contained in Congressiona
reports specifically related to honel ess managenment information systens. |In particular,
HUD i s charged with assisting conmunities in devel opi ng unduplicated counts of honel ess
persons and generating client—+evel data nationally by 2004.

EXPLANATI ON OF | NCREASES AND DECREASES

Thi s Budget proposes $1.13 billion for Honel ess Assistance in fiscal year 2003
including $I.109 billion for honmel ess Assistance Grants, $1 mllion for the Interagency
Counci|l on the Honeless and $19.1 million technical assistance and honel ess nanagenent
informati on systems, including $1.5 million for the Working Capital Fund, $6.6 mllion
for technical assistance and $11 million for managenent information systens. An increase
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of $7 mllion in budget authority is requested between fiscal year 2002 and fiscal year
2003. Outlays will increase by $144 mllion, reflecting the spendout of recent increases
in appropriation |evels.

PROGRAM DESCRI PTI ON_AND ACTIVITY

1. Legislative Authority. The Supportive Housing, Shelter Plus Care, Section 8
Moder ate Rehabilitation (Single Room Occupancy), and Energency Shelter Grants honel ess
assi stance progranms are authorized under the MKinney-Vento Honmel ess Assistance Act of
1987, as anended

2. Program Area Organi zation. Reducing honel essness is one of HUD s top priorities
Conprehensi ve communi ty—based efforts are necessary to address honel essness. The
Consolidated Plan serves as a community’'s basis for applying for honel ess assistance,
identifying its needs and inventory, assessing the needs of honel ess people, and |inking
efforts to address honel essness together with other housing and community devel opment
resources. Under the Continuum of Care strategy, localities and States are encouraged to
devel op and mmintain assistance systens which integrate progranms and services for the
honel ess or potentially honeless. These prograns facilitate the effective and efficient
management of HUD s homel ess assi stance prograns by:

reduci ng and preventing honel essness by supporting the creation and
mai nt enance of community-based, conprehensive systens dedicated to returning
fam lies and individuals to self—sufficiency;

assisting States and | ocal governments, in partnership with private nonprofit
service providers, to use homeless funding nore efficiently and effectively;

advanci ng the goal of neeting the needs of the honel ess popul ation through
mai nstream prograns and establishing conti nuum of care systens necessary to
achi eve that goal; and sinplifying and making nmore flexible the provision of
Federal honel ess assi stance;

enhancing the efficient and equitable distribution of honel ess assistance

reduci ng the Federal role in |ocal decision making for homel ess assistance
prograns; and

reduci ng the costs to governnental jurisdictions and private nonprofit
organi zations in applying for and using assistance

The Departnent is proposing a |egislative proposal which will restructure the
programwi th the goal of further stream ining the delivery of services.

The 2001 survey of 27 mmjor cities by the U S. Conference of Mayors indicated
that requests for emergency shelter increased by 13 percent; with 81 percent of the
cities reporting an increase. An average of 37 percent of requests for energency shelter
by honel ess peopl e overall and 52 percent of requests by honeless famlies are estinmated
to have gone unmet during the | ast year.

Clearly, the need for honel ess assistance remnins acute. Of the total honeless
popul ati on-—an estimated 600, 000 persons are literally honmeless on any given ni ght—sone
suggest that the percentage of total homel essness represented by famlies with children
now exceeds 30 percent, underscoring the need for stable, Iong-term housing with access
to day care, decent education, and other fam |y support. Sone honel ess persons suffer
frommental illness or substance abuse, and need a variety of services beyond i medi ate
shelter. HUD s Continuum of Care system which coordinates Federal, State and | oca
resources and services for honmel ess people, assists a grow ng number of honeless famlies
and individuals in noving into transitional and permanent housing. Nevertheless, there
remains a significant shortfall between the current scale of the honmel ess population’'s
need for assistance and the | evel of resources that are available to be addressed by
devel opment of the longer-termresponses which will focus on | everaging the resources
that are necessary.
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The CoC system addresses the issues that |ead to honel essness through a
conmuni ty-based process that provides a conprehensive response to the different needs of
honel ess individuals and famlies. A conprehensive and coordi nated housing and service
del i very approach hel ps communities plan for and provide a bal anced response to
hormel essness. Communi ties establish cost—effective continuuns that identify and fill
gaps in housing and services that are needed to nove honeless fam lies and individuals
into permanent housing. The CoC system attenpts to serve the specific needs of al
honel ess sub-popul ations within a particular community. It is an inclusive process that
is coordinated with non-profit organizations, State and | ocal governnmental agencies
housi ng devel opers and service providers, private foundations, |ocal businesses and the
banki ng conmuni ty, nei ghborhood groups, and homel ess or formerly honel ess persons

A typical CoC would include conponents such as outreach and assessnment to
identify an individual’s or famly's needs and connect themto appropriate facilities and
services; immediate shelter as a safe, decent alternative to the streets; transitiona
housing with appropriate supportive services, such as job training, job placenent, child
care, substance abuse treatnent, nmental health services and instruction in independent
living skills; and permanent housi ng or permanent supportive housing. Wth a CoC
approach, the community can design a strategy that works best to assist honel ess persons
and fam |ies achieve permanent housing and self-sufficiency. The CoC nodel is based on
t he understandi ng that honel essness is not caused nerely by a lack of shelter, but
involves a variety of unnet needs--—physical, econom c, and soci al

HUD wi Il continue to foster and support CoC systems in communities with
si gni fi cant honel ess popul ations throughout the United States. This has been
acconplished by including such a strategy within the framework of the Consolidated Plan
and by encouraging joint applications and coordi nated approaches when issuing Notices of
Fundi ng Availability for honmel ess assistance. The U S. Conference of Mayors rel eased an
annual survey on “Hunger and Honel essness in Anmerican Cities” in December 2001. Many of
the cities surveyed reported that the Federal Governnment’s CoC policy has made a
difference in their community's effort to address honel essness. Sone exanpl es of what
sone city officials said are

Boston. The process resulted in the prioritization of funding for
under served popul ati ons and created conplinentary and non—duplicative
services.

Chi cago. The increased resources have assisted the city with creating nore
per manent housing for the honel ess.

Seattle. Housing stability remains the city-primary goal and the CoC is the
city’'s mpjor tool to successfully achieve that goal

a. Program Purpose. HUD s honel ess assistance prograns provide Federal support
to one of the nation’s nost vul nerable populations. These grants assist localities in
establishing systens that can address the needs of different honel ess popul ations while
provi di ng coordi nated CoC systens that ensure the support necessary to help those who are
honel ess attain permanent housing and nove toward sel f-sufficiency.

b. Eligible Applicants/Participants. VWiile eligibility for the individual
programs varies, in general, eligible applicants/participants are States, units of |oca
governnent, nonprofit organizations and public housing authorities. Broad conmunity
participation in the devel opnent and inplenentation of a honeless strategy is encouraged
to facilitate conprehensive, effective and coordi nated approaches to honel essness

c. Eligible Activities. Recipients are authorized to carry out activities to
benefit honel ess individuals and fam lies, including acquisition, rehabilitation, new
construction, operations, real property |easing, tenant assistance, supportive services,
and adm ni stration. These activities support the follow ng types of projects: Enmergency
Assi stance (prevention, outreach and assessnent, and emergency shelter); Safe Haven
Housi ng; Transitional Housing; Supportive Services Only; Permanent Housing and Pernanent
Supportive Housing for Homel ess Persons with Disabilities; Single Room Occupancy Housing

E-4
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or other projects that the Secretary determines will further the purposes of this
Program

d. Program Allocation. Energency Shelter Grants are distributed by formula; al
ot her program funds are distributed by conpetition. This Budget includes a |egislative
proposal to consolidate three conpetitive honel ess assistance programs to provide nore
consi stent funding and elinminate the burden of administering the current conpetitive
programs. The Budget al so proposes that $19.1 mllion be appropriated for technica
assi stance and honmel ess managenent information systens support.

Until 1998, technical assistance was available only for the Supportive Housing
Program HUD s 1999, 2000 and 2001 proposals and Congress’s agreenent to expand the
availability of technical assistance will enable grantees of all honel ess assistance

programs to better handle and overcone a variety of problens that hinder successful
conpl etion and inplementation of projects. These include difficulties with capita
financing for initial acquisition and rehabilitation; resistance fromresidents to
honel ess shelters in their neighborhoods; and coordination of project devel opnent,
proj ect operations, and ongoing service delivery. Technical assistance inproves the
ability of grantees to devel op and maintain CoC systens and to effectively and
efficiently provide assistance to those in need.

The 1999 Appropriations Act and subsequent Appropriation Acts directed and
aut hori zed the use of funds by HUD to require client-level information from al
jurisdictions and grantees, aggregate this and other data, and work with a representative
sanple of jurisdictions to collect information on the unduplicated nunber of clients
serviced and the disposition of the clients exiting honmel ess prograns. A total of $11
mllion, a sizeable portion of the $19.1 mllion requested for technical assistance and
honmel ess managenent information systems, is intended to be used to help conplete these
various mandated initiatives

RENEWAL ESTI| MATES

Pursuant to the 2002 Appropriations Conference Report, the Department is providing
as part of the 2003 Budget Justifications, projected costs for renew ng projects funded
t hrough the Supportive Housing Program-Permanent Housing for Persons with Disabilities
(SHP- PH) conponent and the Shelter Plus Care Program As required, projections for both
programs are provided for each of the next 5 years. To appreciate the basis of these
estimtes, the followi ng caveats are provided

Shelter Plus Care (S+C) Renewal s

The estimates of total 1-year Shelter Plus Care renewal needs as shown bel ow are
based primarily on two factors: (a) the anpunt of new S+C awards made 5 years prior to
the year for which renewal demand is being estimated (the term of new S+C projects by |law
is 5 years) and (b) HUD s experience regarding the percentage of S+C grants eligible to
seek renewal that actually seek renewal in any given year. Additionally, a 3 percent
annual adjustnment is added based on anticipated annual increases in average Fair Market
Rent s.

On the basis of this approach, the follow ng chart displays the total estimted S+C
renewal need for the year in which the termof the S+C projects needing renewal actually
expire. One-year renewal terns are assumed:

Fi scal Year Esti mated S+C Renewal Need
2003 $118 million
2004 $194 mllion
2005 $263 mllion
2006 $349 mllion
2007 $446 mllion
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Supportive Housi ng Program (Permanent Housing for Persons with Disabilities
conmponent) .

VWil e estimating future renewal costs for Shelter Plus Care is difficult, projecting
the cost of renewal SHP-PH renewals is even nore daunting.

First, the law allows for varying SHP grant terns 1,2 or 3 years are used. As
such, some grantees will be requesting to renew an SHP-PH project for 1 year, whereas
other grantees will opt for a 2- or 3-year grant period. Wth over 450 communities
recei ving HUD McKi nney conpetitive funds and over 6,000 currently operating projects, HUD
cannot know with any certainty how many funds in the future will be requested for each
grant termin order to estimte future renewal demand. However, for purposes of this
requi rement, HUD assumes that from 2003 through 2007, an increasing share of SHP-PH
funds, especially for renewals, will be for 1l-year terms. This is assumed because HUD
believes that comunities will continue to request new permanent housing funding to neet
the statutory requirenment that 30 percent of Honel ess Assistance Grants be awarded to
per manent housi ng projects. A related conplication is that from 2003 through 2007, new
SHP- PH project funding will also be requested to neet the 30 percent requirement. Many
new projects devel op new housing through acquiring, rehabilitating, and newy
constructing facilities. Their progress often varies, depending on Not-I|n-M-Backyard
(NI MBY) concerns, financing, etc. As the SHP grant term does not begin until the
facility is finished and clients begin to be served, any delays can directly inpact when
a new grant will need to be renewed. Moreover, grantees often but not always renew
projects for a shorter termthan the original grant to conply with |ocal planning
process, further conplicating the ability to accurately estimte renewal demand.

Second, these estimates assune that for 2004 through 2006 funds will be avail able
for Shelter Plus Care renewals. |f these additional funds are not provided, then a |arge
share of HAG funds will necessarily be devoted to renewing SPC renewal s and therefore

fewer funds would be available for SHP, including SHP-PH new projects.

Third, unlike SPC, there are nunerous eligible SHP activities, some of which are

renewabl e (e.g., operating costs) and sone of which are not (e.g., acquisition). HUD
cannot know in advance to what extent new SHP-PH projects will be funded for non-
renewabl e activities in order to accurately reflect the actual ampunt of the grant that
is renewabl e. HUD assunes that, based on the results of 2001, over two-thirds of new

SHP- PH funds will be renewed. Depending on the types of new SHP-PH projects submtted
and awarded, this percentage nay not be accurate.

Not wi t hst andi ng t hese various cautionary notes, HUD estimates the foll ow ng SHP-PH
renewal demand for each of the next 5 years:

Fi scal Year Esti mat e SHP- PH Renewal Needs
2003 $119 million
2004 $158 million
2005 $208 mllion
2006 $279 mllion
2007 $324 million

STATUS OF FUNDS

1. Authorization. Honeless assistance prograns are authorized under the MKinney-
Vent o Honel ess Assi stance Act of 1987, as anended.

2. Bal ances Avail able

a. Unobligated Bal ances. The follow ng table conpares the program obligations
with funds avail able by year for the Honel ess Assistance Grants and Shelter Plus Care
Renewal s:

ACTUAL ESTI MATE ESTI MATE
2001 2002 2003
(Dol lars in Thousands)
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Unobl i gat ed bal ance, start

of year . . . . . $1, 340, 356 $1, 483, 791
Appropriation:

Honel ess Assi stance

Grants $1, 022, 745 1,122,525 $1,129, 500
Shelter Plus Care 99, 780
Renewal s
Recovery of Prior Year
Amounts . . . . . . 43, 659
Offsetting Collections
Amounts . . . . . 258 e e
Total Available 2,506, 798 2,606, 316 1,129, 500
Obl i gations incurred -1,023, 007 -2,606, 316 -1,129,500
Unobl i gat ed bal ance, end of
year . . . . . . 1,483,791

b. Obligated Bal ances. The status of obligated bal ances for the Honel ess
Assi stance Grants and Shelter Plus Care Renewals is as follows:

ACTUAL ESTI MATE ESTI MATE
2001 2002 2003
(Dol lars in Thousands)

bl i gat ed bal ance, start of year . . . . $2, 510, 157 $2,522, 413 4,021,098
doiigations incurred . . . . . . . . . . 1, 023, 007 2, 606, 315 1,129, 500

éubt otal . . . . . . . . . ... 3, 533, 164 5,128,728 5, 150, 598
.Ojilays e -966, 834 -1,107, 630 -1, 251, 470
Adj ustment in unexpired accounts . . . . -43,917 . e
Ool i gated Bal ance, end of year . . . . . 2,522,413 4,021, 098 3,899, 128

STRATEGI C GOALS AND OBJECTI VES: RESOURCES REQUESTED ($ AND FTE) AND RESULTS

Some of the indicators for the Honel ess assi stance program have been revised to
better reflect how the funds are being utilized and the honel ess popul ati on assisted. A
new i ndi cator has been added to track the nunber of people moving from any HUD
conpetitively funded MKi nney-Vento project to any type of permanent housing. Pursuant to
the new Goals and Objectives of the Departnment, all resources fromthe Honel ess
Assi stance Grants program are dedicated to Goal 5, effectively addressing the challenge
of honel essness.

SELECTED PERFORMANCE MEASURES

NOTE: Targets are prelimnary and nmay be revised with the subm ssion of a full Annual
Performance Pl an docunent.

STRATEGI C GOAL/ OBJECTI VE ACTUAL ENACTED ESTI MATE
2001 2002 2003

Strategic Goal 5: Effectively address the chall enge of honel essness.

Di scretionary BA (Dollars in Thousands) $1, 006, 905 $1, 006, 905 $1, 013, 162

FTE
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STRATEG C GOAL/ OBJECTI VE ACTUAL ENACTED ESTI MATE
2001 2002 2003
Headquarters 30 30 28
Field 118 122 122
Subt ot al 148 152 150

Strategic Objective 5.1: End chronic homel essness in ten years.

I ndicator: At |east 25,000 fornerly NA 20, 000 25, 000

honel ess persons nove into HUD McKi nney-

Vent o funded permanent housi ng.

The nunber of honel ess individuals declines NA NA NA

by up to 50 percent by 2005.

The nunber of honel ess individuals declines

by up to 50 percent by 2005.

Strategic Objective 5.2: Help honeless individuals and famlies nove to permanent

housi ng.

I ndicator: At |east 29,000 honel ess persons NA NA 29, 000

will leave HUD transitional housing and

move to permanent housing.

I ndi cator: At |east 115,000 people nove N A 115, 000 115, 000

into HUD-funded transitional housing.

I ndicator: At |least 19,000 honel ss persons NA NA 19, 000

become enpl oyed while in HUD s honel ess

assi stance project.

I ndi cator: The nunber of communities with 12 25 75

Honmel ess Managenent | nformation Systens

i ncreases by 50.

At | east 34,000 honel ess persons served by NA NA 34, 000

HUD- f unded supportive services prograns
will nmove to permanent housi ng.

Strategic Objective 5.3:

Expand efforts to prevent

househol ds from becom ng

honel ess.
Strategic Goal 6: Enbrace high standards of ethics, managenent and accountability.
Di scretionary BA (Dollars in Thousands) $115, 620 $115, 620 $116, 338
FTE
Headquarters 3 4 3
Field 14 14 14
Subt ot al 17 18 17

Strategic Objective 6.2: |Inprove accountabili
service of HUD and our partners.

ty,

service delivery and custonmer
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STRATEG C GOAL/ OBJECTI VE ACTUAL ENACTED ESTI MATE
2001 2002 2003

Streanline Consolidated Pl an NA NA NA

FTE Tot al 165 170 167

NA = Not Applicable




